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E.O. 11652: N/A 
TAGS: EFIN, TC 

SUBJECT: UAE WIDENS MARGIN FOR DIRHAM 

1 . UAE CURRENCY BOARD CHAIRMAN ABD AL MALIK AL HAMR TOLD 
AMBASSADOR AUGUST 15 THAT CURRENCY BOARD IS ISSUING STATE- 
MENT SAME DAY ANNOUNCING THAT IT IS WIDENING BAND IN WHICH 
DIRHAM IS ALLOWED TO FLUCTUATE AGAINST THE SDR PARITY RATE FROM 
LIMITED OFFICIAL USE 
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IRIS OR MINUS 2.25 PERCENT TO PLUS OR MINUS 7.25 PERCENT. 

SINCE DIRHAM PEGGED TO SDR EARLIER THIS YEAR, PARITY RATE HAS 
BEEN ONE SBJ EQUALS 4.7619 DIRHAMS. THIS WILL MEAN THAT 
DIRHAM/SDR BAND HAS BEEN WIDENED FROM 4.5 PERCENT TO 14.5 
PERCENT. 

2. AL HAMR SAID DECISION TAKEN BECAUSE DIRHAM IS ALREADY 
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BEING TRADED AT 2.23 PERCENT OUTSIDE PREVIOUS IMF BAND: 

THAT WIDER BAND IS SAME NOW USED FOR SAUDI RIYAL, QATARI 
RIYAL AND BAHRAINI DINAR; AND THAT WIDER BAND WILL GIVE 
MORE FLEXIBILITY FOR TRADING AND FACILITATE DAY TO DAY 
OPERATIONS OF CURRENCY BOARD. 

3. COMMENT: BY WIDENING BAND, UAE IS SEEKING RESIST REVALU- 
ATION OF DIRHAM AND AVOID CURRENCY BOARD INTERVENTION TO 
BRING DIRHAM BACK WITHIN OLD BAND. UAE CURRENCY BOARD ALSO 
BANKING ON EXPECTATION THAT DINAR WILL EVENTUALLY BEGIN 
APPRECIATE AGAIN. 

DICKMAN 
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